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ACT 20 HIGHLIGHTS

AThe number of Act 20 decrees granted between 2015 and as of mid 2019, were 1,680.
AAn additional 211 decrees were granted between 2012 and 2014.

AOf all Act 20 decrees, some 35% were local firms.

ct 20 grantees added fiscal revenues which totaled $210 mm

V4

APer the recently published Tax Expenditures Report -t he f i sc al ocosto of Act 2
$111.3 mm for a single year.

AThe fiscal impact of Act 20 businesses (2015 -mid 2019) is estimated at $210 mm. It is important to
consider that the economic activity associated with
economy of rom external mar kets. Therefore, the O0costso
overstated, since the estimate assumes that the activity would be carried out in the absence of
Incentives.



ACT 20 HIGHLIGHTS

AThe economic impacts of Act 20 decree holders, in addition to fiscal income, is significant, as the
following reflect. Of these impacts, 51% is derived from eligible activities.

ADirect Jobs (eligible activities) 8,257 [jobs directly linked to export -related activities]
Direct Jobs (non -eligible activities) 8,435
Avg. Salary $36,000 [Puerto Rico median household income is $19,775]
1-year Payroll $595 mm.
Investment $1.2 b.

AAvg. Jobs supported per decree 10

AThe economic impact of Act 20 has consistently grown. Total jobs have increased from 7,400
(2015-2016 Economic Impact Report) to 36,222 jobs.



ACT 20 HIGHLIGHTS

IAW he economic impact of Act 20 has consistently grown. Total jobs have increased from 7,400 (2015 o
2016 Economic Impact Report) to 36,222 jobs.

/&rotal investments have grown from almost $500 million in 2015  -2016, to over $1.2 billion

rogram participants have kept growing and actuals have fall within the optimistic scenario of the
2015 6 2016 Economic Impact Report.

Xporting companies have increased their total sales, thus, the export market for Puerto Rico has
become an untapped opportunity for local companies.

IBFiscaI revenues have increased in all areas.



ACT 22 HIGHLIGHTS

AThe number of Act 22 decrees granted between 2015 and as of mid 2019, were 2,202. An additional
410 decrees were granted between 2012 and 2014.

AEstimating the impacts of Act 22 is more complex but some numbers provide an idea:
35% have started businesses in Puerto Rico, including many that operate under Act 20
Total investment in real estate by decree holders is estimated at $1.3b. (2015 -2019)
ADirect Jobs created are estimated at 4,400 (2015 -2019) [could include jobs from Act 20 businesses]
Planned capital investments are estimated at $678 million
141 mm on direct consumption of goods and services in Puerto Rico

A68% have purchased a property in Puerto Rico



ACT 22 HIGHLIGHTS

APer the recently published Tax Expenditures Reportt he f i sc al ocosto of Act 2:
for a single year.

ct 22 grantees pay property, income and sales and use taxes in Puerto Rico (among other state
revenues).

ABetween 2015 6 mid 2019 these grantees generated $703 mm in local consumption activity. The
SUT derived from such expenditure should be around $34.5 mm to the central government and
$5.2 to municipalities, for a total of almost $40 mm.

Between 2015 & mid 2019 these grantees generated $1.3 billions in the form of real estate
investments. The fiscal income derived from property tax is around $8.8 mm.

AAS in Act 20, the foregone fiscal revenue assumes the activity would be carried out in the
absence of incentives.



HIGHLIGHTS

AThere are intangible benefits accruing from both Acts, which include:
ABoth Acts 20 and 22 make possible technology transfers to local firms
The Acts also provide a means for Puerto Rico to project itself internationally as a business -friendly
jurisdiction
ct 20 is particularly important in easing the transition to an export and advanced services
economy

AThe new Incentives Code creates favorable conditions for the attraction of new investment from
abroad, as well as increasing Act 20 and Act 22 decrees.

Projections for decrees suggest that by 2029, there should be 6,392 decrees under Act 22 and 5,026
decrees under Act 20. The estimates can change for a number of reasons, including economic
conditions in the U.S. and changes in legislation both in Congress and locally.

The number of annual reports submitted by grantees -in both Acts (20/22) - increased at an average
of 33% between 2015 and 2017.
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INTRODUCTION

A Estudios Técnicos, Inc. (ET)was retain to assessthe economic impact of two incentives programs
known as Act 20-2012 and Act 22-2012.

A The records of both programs are kept at the Department of Economic Development and
Commerce (DDEC), however, the Office of Industrial Tax Exemption (OECI, by is Spanish acronym)
Isthe responsible entity for processing and storing the data associated with these programs .

A'In order to improve the accuracy of the analysis, Estudios Técnicos, Inc. developed a data

gathering system which included the evaluation of all the source documentation (physical files)
related to each grantee (see appendix for a full explanation of the methodology)
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INTRODUCTION

A Each file was analyzed, and the main variables were aggregated in a single database .

A Due to the differences inthe programs, each Act has an independent database .

A The sources of information are limited to:
1. decree number ;
2. program application ;and
3. annual reports.

A Both, applications and reports have suffered substantial changes during the past years. Thus, the
development of a uniform analysis has required the use of proxy-variables and a hybridized
approach which combines information from applications and annual reports.

A Even though grantees submit their information via D D E C 8isgle BusinessPortal (SBP),their input is
not consistent due to programming limitations .

A DDE Cinternal dataset was used as a baseline for the development of a standardized and structured
data warehouse of both programs .
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MAIN
ANALYSES
PERFORMED

A Once the data was standardized and aggregated, a
series of analyses were performed to estimate :

Progr amds perDormance

Compliance

Granteeds p file

Fiscal revenues

DYORORO
S O

Multiplier effects

©

Performance forecasts )
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METHODOLOGY

Data gathering system Database development

(see appendix for a detailed explanation)

Was developed using DDECOSs
current filing system.

Process employed by ETI -

essentially transferred most of
the information from files E.-.'!-J.C.".‘E.
(0hardcopiesd) into ===
system platform.

Only files with completed <f)E
applications and actual decree

numbers were considered.

e=1 Ll T
V=

Due to multiple filing
mechanisms overtime, the data
entry process required a vast
amount of manual cleanup.
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METHODOLOGY

Combination of multiple data sources

R /&Hybridization: Combination of annual reports, applications and

| decrees, by grantee. This entailed gathering the best available

data on a case by case basis. Sinc
these were considered the highest quality data. For instance, if

no data in terms of jobs created was available in an annual

report, then that same data field was gathered from

applications. This process was followed by each reporting year.

AAnnual reports: Offer the highest quality information since
program results are actuals rather than expected performance.

,,,,,,,,,,,,,,,,,,,,,,,

pplications : Offer the widest array of data points, however,
numbers are expected rather than actual.

| At IS important to keep in mind that data fields within annual
reports and applications does not necessarily coincide, thus,

certain datapoints are exclusive to each source.
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METHODOLOGY

Economic impact

(see appendix for additional explanations)

Ar he impacts on the economy of both programs are estimated from actual data provided by
grantees. That is, sales volume, job creation, personal income, fiscal revenues, among other
variables.

he reader must consider that both programs are fundamentally different, thus, the effects in the
economy will vary.

A/Ioreover, overall effects are not linear, but rather dynamic. That is, there are strong synergies in
terms of grantees which come as individual investors under Act 22 and eventually move their
business operations to Puerto Rico to export services to the U.S. mainland under Act 20.
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